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Department of Health Services   
Children’s Medical Services Network  
(CMS Net) - Information Bulletin # 176 
 

Medicare Part D Reminder and the “Doughnut Hole” 
 
 

This is a reminder concerning CCS Information Notice No. : 05-18.  
Links for:  Enclosure 1, Enclosure 2, and Enclosure 3. 
 
On January 1, 2006, Medicare began offering prescription drug insurance. This 
coverage is known as Medicare Prescription Drug Coverage or Medicare Part D.  
Individuals eligible for Medicare can voluntarily enroll into a prescription drug plan 
approved by Medicare. Medi-Cal eligible beneficiaries who also have Medicare 
(known as Medi-Medi) have been automatically enrolled into a Part D drug plan. 
These Medi-Medi beneficiaries no longer have Medi-Cal drug coverage and CCS 
will not provide wrap-around drug coverage for them. 
 
Medicare has contracted with two types of providers to offer Part D drug 
coverage: Stand-alone prescription drug plans (PDPs) and drug coverage 
provided by Medicare Advantage Plans (MA-PDs).  The minimum coverage 
provided by PDPs is called Standard Coverage. Highlights of standard coverage 
include: 

• Monthly premium 
• Deductible of $250 
• After deductible is paid, enrollee pays 25% (75% is  by the  PDP) up to 

$2,250 of retail drug cost 
• Gap in coverage (also called “ doughnut hole”), 100% of retail drug costs 

is paid by enrollee ( 0% coverage by PDP) up to $5,100 of retail drug 
costs 

• Over $5,100 in retail drug cost, enrollee pays 5% (95% coverage by PDP), 
called catastrophic coverage 

 
 
 
 
 

http://www.dhs.ca.gov/pcfh/cms/onlinearchive/pdf/ccs/informationnotices/2005/ccsin0518/ccsin0518.pdf
http://www.dhs.ca.gov/pcfh/cms/onlinearchive/pdf/ccs/informationnotices/2005/ccsin0518/ccsin0518e1.pdf
http://www.dhs.ca.gov/pcfh/cms/onlinearchive/pdf/ccs/informationnotices/2005/ccsin0518/ccsin0518e2.pdf
http://www.dhs.ca.gov/pcfh/cms/onlinearchive/pdf/ccs/informationnotices/2005/ccsin0518/ccsin0518e3.pdf


 

The legislation that created  Medicare Part D drug benefits requires plans to 
cover most medical necessary drugs, either through a formulary or via prior 
authorization (also known as exceptions process). Additionally, drugs coverable 
by Medicare Part B and certain drugs that are ‘excluded” are exempt from Part D 
coverage. 
 
Excluded drugs include: 

• barbiturates 
• benzodiazepines 
• drugs used for anorexia, weight loss, or weight gain 
• fertility drugs 
• drugs used for cosmetic purposes or hair growth 
• cough and cold medicines 
• prescription vitamins and mineral products 
• over-the-counter drugs 

  
Medi-Medi enrollees who were mandatory enrolled into Part D drug plans with 
standard coverage will not have monthly premiums, no deductible, no gap in 
coverage (no  doughnut hole), but will have small co-payments of $1 to  $3 per 
prescription. Pharmacies can waive the co-payment but they are not required to 
do so. 
                          
In the past few months, there have been increasing reports of Medicare Part D 
enrollees hitting the “donut hole”. Pharmacy providers submitting claims for Part 
D drugs during this gap in coverage will receive denials of their claims. Denial 
codes will vary from plan to plan and may allude to 100% copayment required of 
the enrollee during this gap in coverage. A more covert denial message may 
simply state, not a Part D benefit. Pharmacies may attempt to seek CCS 
authorization for coverage of denied Part D drugs during this gap in coverage. 
 
CCS counties should clarify with pharmacy providers why a claim has been 
denied by a CCS client’s Part D plan. If the denial is due to prior authorization 
requirements, the pharmacy is required to seek prior approval from Part D plan. 
Clients should be encouraged to seek appeals of prior authorization denials by 
Part D plans. If a Part D plan denial of a claim is due to the gap in coverage 
(doughnut hole), CCS counties should not authorize the denied drug services. In 
such cases, the CCS family has voluntarily enrolled their CCS child in Part D.  In 
doing so, the family has assumed responsibility for procurement of drugs denied 
by the plan as a result of the doughnut hole coverage gap.   
 
Counties should clearly explain to the Part D enrollee or enrollee’s family that 
CCS will not provide wrap-around coverage for Part D covered drugs, even 
during the gap in coverage. CCS should authorize drug services for 
pharmaceuticals in the Part D excluded drug categories when those 
pharmaceuticals are determined to be medically necessary to treat the CCS 
client’s CCS eligible medical condition.  
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